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5 Gulf of Guinea Remaining Reserves are

Dominated by Nigeria and Angola
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Presenter�
Presentation Notes�
The Gulf of Guinea, has some 45billion barrels of proven and probable reserves.  But, as might suspect and can see from the inset, the potential is highly concentrated in Nigeria and Angola, which together account for 90%



Nigeria: 26 billion barrels

Angola: 14 billion barrels

Gabon and Congo have 1.8 1.9 billion

Equitorian Guinea has 1.2

Others are extremely small

Sao Tome has had a sub-commercial discovery, and are now thinking that the outer limit of the Gulf of Guinea potential has been defined

Mauriania not in Gulf of Guinea, but their couple of deepwater discoveries performed under expectation when came on line

Reserves = Proven and Probable (P1 & P2)
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Deepwater Spend is Approaching a Peak in the g
Cycle for Known Commercial Discoveries ﬁ

smm Mean Capex By Country: Deepwater West Africa - Dominance of Nigeria
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Presenter�
Presentation Notes�
Deepwater capex spending, driven by Nigeria and Angolan projects, is projected to peak in 2008 at about 11 billion $, which will cause a peak inproduction of a bit over 4 million boe per day around 2012. 





?  What about taking into account project slippage?

This includes Muaritania and prior doesn’t�


“\west Africa Exploratory Drilling Has Been —i
Dominated by Deepwater Since the 1990s Crrclis

Total Exploration Wells Drilled: 1970-2006
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Note: Deepwater is defined as water depth of at least 1,000 feet.


Presenter�
Presentation Notes�
Exploration activity in traditional (shallow water and onshore) areas dropped steadily through the 1990s to present, largely in response to significantly smaller mean discovery sizes.



Surprisingly, the post 1998 increase in average annual oil prices has not caused a noticeable resurgence in shallow water or onshore exploration activity (during the 1998-1999 pause there was a serious effort to reflect on exploration results and overall the assessment appears to be that with a few exceptions, new discovery sizes are so small that even at high prices there is a question of materiality)

This slide shows that from the 80s to the 90s there was decreasing interest in the shallow water and onshore exploration plays. 

However, exploration crashed in 1999 as a result of oil price collapse in 1998. This pause caused companies to go back and re-evaluate what they had spent in West Africa in the years leading up to 1998 and assess what they found. 

This 1998 look back revealed to most companies that new discovery sizes and the exploration costs to make those discoveries was no longer a material effort. 

The fact that even after the very strong post 1998 price recovery shallow water and onshore exploration activity never came back to levels seen just prior to the price collapse is very telling. 

Instead deepwater activity grew rapidly and has stabilized at between 20 and 20 wells per year..
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African Regional Stability is of Increasing Concern E

« Poor governance, lack of transparency and high levels of corruption contribute
to political instability in Africa.

« From an oil investment standpoint, potential wave of succession in Gulf of
Guinea is an additional concern.

Transparency International
~Corruption Perceptions Index African Regional Instability
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“Instability” is an aggregate measure of key components:
Index 2006

political factionalism, leadership succession, religious factions,
et al.



Niger Delta Security Depends on Resolving Delta —i
Demands =
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= Multiple governments have sought to address Delta demands — but it has not
translated into economic growth or sustainable development

= Continued unrest will impact supply security — physical operations and exports,
project development, future investment


Presenter�
Presentation Notes�
The biggest risk in the region at present in Nigeria and the community unrest in the Niger Delta.



Nigeria held elections last month, which were less than perfect.  President Obasanjo’s handpicked successor, Umaru Musa Yar’Adua, won with 70% of the vote.  His most immediate task is to rebuild the government’s legitimacy, not only at the national level, but in the Niger Delta as well. 



Militant groups and communities want more economic development, sustainable hydrocarbon practices, political power and in general, a larger share of Nigeria hydrocarbon wealth.  As the graph shows, only 13% of hydrocarbon revenues are returned to the Delta, and much of that is siphoned off through corruption at the state level before its reaches the local and community level.  President Elect Yar’Adua has pledged to implement a “Marshall Plan” for the Niger Delta immediately upon inauguration, but it has not satisfied the militant groups.  There have been discussions to increase the “derivation rate” to 18%, but some groups want 50 or even 100%.  To structurally solve the problems, its going to take a number of difficult reforms, but increasing the derivation rate is a quick win that could improve security in the region.  Already there have been attacks on the oil sector this week – after a self-imposed ceasefire during the elections.   The fear is that if the government cannot improve governance in the region, that Nigeria becomes a failed state or plunges into civil war.
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Wigeria has Significant Upside But Above Ground
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Presenter�
Presentation Notes�
Production growth in Nigeria could be significant but above ground risk could provide challenges to onshore and even shallow water offshore development – security issues also pose challenges to deepwater but there are additional issues of local content, political oversight, etc





When is production coming back on?
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Potential Up to 2 Million BPD

Angola’s Entry into OPEC is Not Expected to Limit —
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Production growth in Angola will be driven by deepwater developments – OPEC quota will be imposed on Angola in 2008 however most observers expect that level to be 2 million bopd, which given the history of project delays, won’t cause significant production cutbacks in deepwater developments



? What is the Misc Production and it does not seem to show up on the chart??
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W. African LNG Capacity Will More than Triple by g
2015 In Spite of Project Delays i

 Nigerian expansions alone are expected to add 50mmtpa of new LNG capacity
from current 18 mmtpa

« PFC Energy expects some delay in the Angola LNG start-up (2014), although
this project has made several initial contractual agreements recently and may
become more realistic for a 2012/13 production start

PFC Energy Estimated Start-up of LNG Projects vs. Announced Dates
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The Gulf of Guinea Will Continue to Be a Major g
Investment Area But Faces New Challenges e

* Is Deepwater in a Cycle or Near a Peak?

— as new discovery sizes fall and companies develop their
portfolio faster than they find new large fields there is a
predictable peak to the current investment and production
growth cycle in the period 2010-2014, will exploration
success continue?

e Political instability is Impacting Decisions
— violence in the Niger Delta is now the greatest challenge to

future oil and gas investments and the most likely area
where we will see supply disruptions

 Angola has become a member of OPEC

— with quotas to be imposed in 2008 likely at 2 million bpd and
longer term implications for slowing exploration



Strategic Advisors in Global Energy

PFC Energy consultants are present in
the following locations:

Bahrain
Beijing
Buenos Aires
Calgary
Houston

Kuala Lumpur
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»

» Lausanne
» London
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» New York
» Paris

» San Francisco
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Washington, D.C.

Main regional offices are shown in bold.

www.pfcenergy.com | info@pfcenergy.com

Main regional offices:

> Asia

Level 9 South Block

Wisma Selangor Dredging
142-A Jalan Ampang

50450 Kuala Lumpur, Malaysia
Tel (60 3) 2168-8870

Fax (60 3) 2161-0702

»  Europe

19 rue du Général Foy
75008 Paris, France
Tel (33 1) 4770-2900
Fax (33 1) 4770-5905

> North America

1300 Connecticut Avenue, N.W., Suite 800
Washington, D.C. 20036, USA

Tel (1 202) 872-1199

Fax (1 202) 872-1219

4545 Post Oak Place, Suite 312
Houston, Texas 77027-3110, USA
Tel (1 713) 622-4447

Fax (1 713) 622-4448



Gulf of Guinea — Country Comments el

 Nigeria — new deepwater field discovery sizes have been falling but
there is a lot of potential for production growth and further discoveries
but above ground risk is a severe impediment to

« Cameroon — no significant exploration potential and falling production

« Equatorial Guinea — oil production at peak with no inventory of
undeveloped oil discoveries, future developments will be focused
around LNG

« Gabon - shallow water and onshore production is falling, limited
deepwater success in the north but these developments have not
performed as well as expected

« Congo - shallow water and onshore production is falling, limited
deepwater success in the south will stabilize production when brought
on stream

« Angola - Significant deepwater development portfolio and realtively
stable political environment at present should allow for continued
development and production growth, entry into OPEC is not expected
to pose significant risks to developments
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